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A composite view ot 
Toronto Eaton Centre, 
now under construction 


President’s 
Report 


In terms of real growth Canada stood still last year, a 
phenomenon that was not entirely unexpected. It was a 
year when business was racked by the opposing forces of 
avowed anti-inflation policies, wage-price problems, and 
heavy government spending. In short, the situation was 
so confused that, relatively, business was rendered 
impotent and unable to play its usual part in stimulating 
growth. 

Fortunately, TD Realty Investments did make progress in 
1975, and all in all we believe its performance was 
satisfactory. 


Net Income 

Net income for 1975 at $6,287,000 was $1,652,000 
(35%) greater than 1974. The main contributing factor 
was the increase in investments; but at the same time, 
particularly in the first half of the year, short-term 
interest rates were favourably low, and the Trust, which is 
dependent upon this market for a large part of its 
investment funds, benefited accordingly. As the year 
progressed this changed, and by year end the cost of funds 
had moved to a higher level vis-a-vis bank prime. The 
resulting spread, which is closer to the traditional, has 
remained relatively steady going into 1976, and the net 
return on assets that can be expected this year will more 
closely resemble the second half of 1975 than the year 

as a whole. 


Investments 

In the year, total investments increased by $28,000,000 
(19%). This increase arose largely out of 1974 business. 
During that year, commitments increased by $52,000,000, 
but only $4,000,000 in 1975. It follows, therefore, that 
investments on average throughout 1976 will be similar 
to 1975. However, we do look for a gradual build-up as 
the year advances and the economic climate improves — 
an event we are encouraged to think is probable. 

As reported in the notes to the financial statements, at 
year end the Trust had one loan on which it had ceased 
to accrue interest. Security for this loan is unimproved 
land, the current value of which is estimated by indepen- 
dent appraisers to be 200% of the loan. The loan is 
subject to partial discharges, and we are pleased to report 
that since the books were closed we have received a 


payment which served to pay all past due interest and 
provide a further small reduction on principal. The loan 
originated in 1974 in the amount of $2,350,000 of which 
$914,000 was repaid prior to December 31, 1975 and 
$77,000 since. We are confident that full payment will be 
effected in an orderly manner, probably in 1976. 


Commitments 

As previously stated, total commitments at year end were 
virtually the same as the previous. During 1975 we wrote 
$45,000,000 new business, but unfortunately this did 
little more than replace repayments and maturities. 

This is not as progressive as we might like, but it has to 
be remembered that it was not a year for aggressive 
expansion. 


Outlook and Policy 

Events of the last few months give cause for cautious 
optimism. Positive moves on the part of the government 
are encouraging, the tone of the Canadian economy seems 
to be improving, and, if nothing else, problems are 
gradually being brought out in the open where confronta- 
tion may lead to resolution. To what extent this proves 

to be the case still remains to be seen and the best anyone 
can say at this time is that the outlook is promising. For 
our part, we are less bearish in our attitude than we have 
been for some time and we look to 1976 as a year for 
modest growth and accordingly are planning for a $20 

to $25 Million increase in commitments, but only if such 
can be achieved with no sacrifice of quality. 

The success of the Trust through 1975 would not have 
been possible without the continued loyal and effective 
contribution from all members of the staff and the wise 
counsel of the Trustees, and I wish to thank each and 
every one of them. With such strong support I cannot but 
look to the future with confidence. 


G. E. W. Hemmans 
President and General Manager 
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Ea EARNINGS 


@ BONUS 
INTEREST 


@ For the period 
from inception 
on June 23, 1972 


to 
December 31, 1972 


FLOATING RATE 
SENIOR NOTE 
DUE 1980 
CAPITAL 

FUNDS 
SHORT-TERM 
NOTES 

PAYABLE 


ADVANCED 


th UNADVANCED 


STATISTICAL REVIEW ($000 omitted) 


POSITION AT YEAR END 197) 1974 113 1972 
Mortgage and other real estate investments: 
PAC Ane OLE DOT TION Meee me ent anec fe. 08. $171,129 $143,357 $ 99,226 $ 32,911 
Witdavanccdepomions se, kee ein .c5.33 28,328 52,095 44,169 215246 
Totalicommitments 7.5. deccesiseeeces +s. 199,457 195,452 143,395 54.157 
Sihoretermi motes payable q. Aswure tics orev ik2 78,212 49,204 21,861 — 
Floating rate senior note due 1980... 14,432 17,500 — — 
Capital Funds: 
1972 participating subordinated note 21,546 33,926 34,445 35,000 
We ritholdcremequity ee. a, ccc Piecta yt 54,989 42,887 41,920 41,056 
Mota kcapical funds 6.12 45r css $70,590) -$1)1/O415" 1p 816,505 GS" 76,056 
Number of trust units outstanding 2,391,319 1,873,248 1,834,535 1,800,000 
RESULTS FOR THE YEAR (Note) 
BAVC YR Seu iat oh coytechente eC ene en Sle 300emeen > ioe S 97.473 3 1,157 
Expenses: 
Short-term borrowing costs ....0.00....0..0..... 5,548 5,079 434 wo 
Interest on floating rate senior note ......... 1,630 428 — a 
PAN ISOLV Ss COmENE Ue UNG nee nat gee 1,666 1,180 ies. 76 
(Osi she ht. eager ON oO ere A ae 636 473 456 100 
EOtaleex PeniSes = tees eas noes coe 9,480 7,160 1,643 1G 
Income before interest on participating 
SHDORCIN tec MOlc. eae eet a ee 8,826 7,988 5,830 931 
Interest on participating subordinated note 259) See) 2,633 428 
INERLNCOING eter os acs Ae ae $ 6237" $ 4,635 $¢ . 3,197 §$ Pe. 
STATISTICS PER TRUST UNIT 
IDV ea SVOVSSy ox ayy: cn = ER, Ne gee $ 2.89 $ 2.48 Sal 76 $ 0.31 
LIB Faas (evn Gs Cans Nene dr ie eee een ns aac Nem PURI oem Tie 2.48 1.76 O20 
NO TiENOLAeESRCCUIC Ve Ore wine eee 23°33 22.89 22.85 22.81 


NOTE: In 1972, for the period from inception on June 23 to December 31. 


Consolidated statement of income and 


undistributed income 


for the year ended December 31, 1975 
(with 1974 figures for comparison) 


INCOME: 


EXPENSES: 

Short-term borrowing costs: 420-45 ee 
Interest on floating rate senior note] re 
Advisory, fee (Note 1 (D))) 2505. ee 
Mortgage servicing fee: vant... ae ee 
‘Transfer agent fees 29S. ee ee 
Capitaltax: . Siig idee eee ae 
Tftustee'tees and €xpensesi. 4.5) eee 
Other ‘CNote: TC£))) ies ee ee 

Totalexpenses;(Notes! (c))) se ee 


INCOME BEFORE INTEREST ON PARTICIPATING 
SUBORDINATED NO UE a. cee ee eee 


INTEREST ON PARTICIPATING SUBORDINATED NOTE ............ 
NET INCOME FOR THE EAR Noted. (15) geet eee 
UNDISTRIBUTED INCOME AT BEGINNING OF THE YEAR ........ 


DIVIDENDS GNote:6(4))) 5 eee 
UNDISTRIBUTED INCOME-AT END OF THE YEAR 2... 


EARNINGS PER TRUST UNIT (Note 6(>))) ee eres 
DIVIDENDS’ PER TRUST UNIte(Note-G (Gi) 


See notes to consolidated financial statements. 


1975 


$ 17,872,000 


1974 


$ 14,693,000 


434,000 455,000 
18,306,000 15,148,000 
5,548,000 5,079,000 
1,630,000 428,000 
1,666,000 1,180,000 
205,000 169,000 
78,000 66,000 
127,000 83,000 
38,000 37,000 
188,000 118,000 
9,480,000 7,160,000 
8,826,000 7,988,000 
2,539,000 3,353,000 
6,287,000 4,635,000 
200,000 200,000 
6,487,000 4,835,000 
6,287,000 4,635,000 
200,000 $ 200,000 
$2.89 $2.48 
$2.82 2.48 


Consolidated balance sheet 


as at December 31, 1975 
(with 1974 figures for comparison) 


ASSETS 


Gashbiand short-term anVvestMents .c...... ccs dsb Seon cc navn aber ales 
Interest and other receivables -...........c.c.gocccicectthecesecescrsvesces 


LIABILITIES 


Sheu ter ienOtes Cay ales rte. ehh saci i gaetiue a 
Hloaine tatesenior note aue 1980 (Note 2)... cuentas. 


Accounts payable and accrued expenses 


Refundable commitment fees .....0. o.oo. ooooo coco ccc ccc ccc ccecccecce cee. 


| YR talSle ts Reo) 2) 8} Velcade a Re ER eg ae ae A 


CAPITAL FUNDS 


1972 participating subordinated note (Note 3) .................... 


Equity: 


AL TRISE WIVES HINOLS 4) mth eo eect jtton sex Salaries an nt asmolnar es 
BWincistributed income ores 6 esse toe eco eeed 
otal capital fundsicang ss eee ee 

EO ATO ee kr re eee 


On behalf of the Trustees: 


R. M. THOMSON, Trustee 
G. E. W. HEMMANS, Trustee 


See notes to consolidated financial statements. 
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17D 1974 
$ 689,000 $ 1,972,000 
1,677,000 1,698,000 
171,129,000 143,357,000 
$173,495,000 $147,027,000 


$ 78,212,000 


$ 49,204,000 


14,432,000 17,500,000 
2,458,000 2,541,000 
154,000 104,000 
1,704,000 1,265,000 
96,960,000 70,614,000 
21,546,000 33,526,000 
54,789,000 42,687,000 
200,000 200,000 
76,535,000 76,413,000 
$173,495,000 $147,027,000 
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Consolidated statement of changes 


in financial position 


for the year ended December 31, 1975 
(with 1974 figures for comparison) 


FUNDS PROVIDED: 


Net income tor, theiyeat sa 
Proceeds from isstie Of trustunits arese, oe 
Proceeds from issue of floating rate senior note due 1980 .................. 
Mottoace ptincipal repayments.) ae 
Short-term borrowings — net 0... 
Other = net tid te 


FUNDS APPLIED: 


Mortgage loans and other real estate investments 
Dividendseee Ga) 0 Gwe tn eee ane 
Partial repayment of floating rate senior note due 1980 .................... 
Reduction of 1972 participating subordinated note 


Total funds applied .......... 


INCREASE (DECREASE) IN CASH AND SHORT-TERM 


ENW. ES TMEN Ste ee eet ee 


CASH AND SHORT-TERM INVESTMENTS AT BEGINNING 


ORO TELE aye Rie oi ek or eee ee 


197% 1974 
MRO ener Ore nce. $ 6,287,000 $ 4,635,000 
PO ER eB neh: 12,102,000 967,000 
— 17,500,000 
th 40,886,000 31,202,000 
gu cao eae eee 29,008,000 27,343,000 
3 Oke ear ne 427,000 253,000 
Bee en ee 88,710,000 81,900,000 
oy hl ae 68,658,000 75,333,000 
Le Lisi Oak eee nae 6,287,000 4,635,000 
3,068,000 — 
er 24 11,980,000 919,000 
dh ee 89,993,000 80,887,000 
OS Sa Scene eee (1,283,000) 1,013,000 
FP et i Seca s 0 1,972,000 959,000 


CASH AND SHORT-TERM INVESTMENTS AT END 


OBSTET R SEA Ky Wane eee oct nees eee n nn 


See notes to consolidated financial statements. 


Auditors’ report 


To the Unitholders of TD Realty Investments: 


We have examined the consolidated balance sheet of TD 
Realty Investments and its subsidiary as at December 31, 
1975 and the consolidated statements of income and 
undistributed income and changes in financial position for 
the year then ended. Our examination included a general 
review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we 
considered necessary in the circumstances. 


In our opinion these consolidated financial statements 
present fairly the financial position of the Trust and its 


HE cine Cesc Us ON eae $ 689,000 $ 1,972,000 


subsidiary as at December 31, 1975 and the results of their 
operations and the changes in their financial position for 
the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with 
that of the preceding year. 


Toronto, Ontario 
January 15, 1976. 


Deloitte, Haskins & Sells 
Chartered Accountants. 


Consolidated schedule of 


investment portfolio 


as at December 31, 1975 SCHEDULE 1 
Estimated 
Weighted 
WSs Investment Commitments 
(Advanced Advanced Unadvanced 
NATURE OF INVESTMENT Portion) Portion Portion Total 
First Mortgage Loans: 
INO eo Residentialie tcc. eye ec 9.2% $ 23,696,000 ¢$ a ¢ 23,696,000 
Conventional residential ........0............ 12.4% 24,340,000 3,912,000 28,252,000 
AT ILUSELia Ween rere Petes cee Soe eee 10.3% 20,162,000 8,029,000 28,191,000 
@ommerciae a ee 10.8% 40,560,000 5,660,000 46,220,000 
anc rCeNe lODMeOnt mr. cate hn, A 12.0% 20,506,000 3,154,000 23,660,000 
Junior Mortgage Loans: 
Mand: development: <tc. cectececcd ices 12.1% 16,295,000 4,974,000 21,269,000 
Comme Ciale 6 ree fe Fe otek tia: 12.0% 18,018,000 30,000 18,048,000 
Construction Loans: 
GICLEE IA lee heh nec ee es og en 12.2% 1,792,000 2,058,000 3,850,000 
Wrap-around Loans: 
PETCUIStE A lererreerr reine tay Ph oe ee actor: 11.0% 2,537,000 240,000 2,777,000 
Coit, Se eee See Oe 10.4% 1,064,000 271,000 1,335,000 
Zari eee etek Pais SV ee oh bY 9.8% 1,990,000 o— 1,990,000 
Equity Participations: 
Gonimercialeeneee se ee ee —- 169,000 — 169,000 
US fac ar tei le Re 11.1% $171,129,000 $28,328,000 $199,457,000 
LO A ee seer eee 11.6%  $143,357,000 $52,095,000 $195,452,000 
1. The advanced portion of the loans matures as follows: 
1976 — $55,508,000 1970 — $25,255,000 
1977 — 20,440,000 1980 — 15,207,000 
1978 — 44,018,000 1981 and thereafter — 10,532,000 


2. 54% of the advanced portion of the loans have rates which are subject to adjustments with changes in 
the bank prime rate, or the Trust’s short-term borrowing costs. Therefore, the estimated weighted average 
yield is influenced by the level of the bank prime rate which stood at 9.75 % at December 31, 1975 com- 


pared with 11.0% at December 31, 1974. 


3. $40,974,000 of the total loans carry rights to bonus interest based on profits or rentals. Average yields 
do not include the bonus interest provided for in these loans. 


Notes to consolidated 
financial statements 


December 31, 1975 


1. OPERATING AND ACCOUNTING e) Income Recognition: 

POLICIES The Trust ceases accruing interest on any 

a) The Trust: loan where more than ninety days’ interest 
TD Realty Investments is a trust created is in arrears or such lesser period as may be 
pursuant to a declaration of trust made in deemed appropriate, unless satisfactory 
Toronto, Ontario. Certain related activities arrangements have been made to provide for 
are carried on by a wholly-owned subsidiary payment in full of both principal and 
company whose accounts are consolidated in interest. At December 31, 1975, the Trust 
these financial statements. had ceased accruing the three months’ 

ih) eaves unpaid interest of $53,000 on one loan in 


the principal amount of $1,436,000. The 
value of the property securing this loan is 
considered to be sufficient to effect full 
recovery of both principal and interest. 


f) Income Tax Status: 


The Toronto-Dominion Bank is under con- 
tract to provide investment and financial 
advice and administrative and accounting 
services to the Trust and its subsidiary. 
Under these contracts, the Bank receives a 


monthly fee not in excess of 14 9 of 1% of The Trust considers that it has conducted 
the value of the investment portfolio and its affairs so as to qualify as a “Unit Trust” 
amounts committed or guaranteed. and as a ‘Mutual Fund Trust” under the 


Income Tax Act of Canada. The Trust is 


c) Financing: : 
not taxed on that portion of its taxable 


Under the terms of a financing agreement ; ORE Ly 
between TDRI Limited and the Trust, income whichis (it oes 


TDRI Limited has undertaken to limit its holders. py: 
business to the borrowing of funds and the The Trustees have declared a dividend to 


lending of these funds to the Trust on unitholders of record on December 31, 


substantially similar terms and conditions, 
when and as requested by the Trust. The 
Trust reimburses TDRI Limited for certain 


1975 of all the taxable income of the Trust 
for 1975, less amounts already distributed 
in respect of 1975. Accordingly, no provi- 


expenses incurred in connection with these sion for income taxes on the income of the 


operations, which in 1975 amounted to Trust has been made in these financial 
$244,000, including capital tax of statements. Income taxes have been pro- 
$127,000. vided on the taxable income of the sub- 


sidiary company in an amount of $29,000 


Provision f 
eB Oa 1o 108 Lasse: in 1975 and are included in other expenses. 


The Trust will provide for losses on its 


investments when they become known. At 2. FLOATING RATE SENIOR NOTE 
December 31, 1975, there was no provision DUE 1980 
for such losses. The floating rate senior note due 1980 matures 


on October 15, 1980, and is subject to repay- 
ment in whole or in part on January 15 or 
July 15 of each year. Interest is payable 
quarterly at a rate adjusted monthly to 0.49% 
below the immediately preceding month-end 
prime rate of the Toronto-Dominion Bank. 
The note also bears additional interest which 
will amortize certain issue and commission 


expenses incurred by TDRI Limited (see Note 
1(c) ). In 1975, $167,000 of additional 
interest was paid. At December 31, 1975, the 
unamortized expense amounts to a maximum 
of $191,000 and will be amortized over the 
remaining estimated life of the note. 


1972 PARTICIPATING SUBORDINATED 
NOTE 


The 1972 participating subordinated note, 
which matures on February 15, 1993, is 
unsecured and by its terms is declared to be 
subordinate, in certain circumstances, to future 
borrowings and guarantees. Interest is payable 
semi-annually at a fixed rate of 5.51% per 
annum, plus participating interest at a rate of 
up to 4.5% per annum based upon net revenue 
(excluding gains or losses on dispositions) 
after certain deductions. In certain circum- 
stances, the note is subject to prepayment in 
whole or in part. 


TRUST UNITS 


The beneficial interest provided for in the 
Declaration of Trust is divided into trust units 
without par value and the number of trust 
units authorized to be issued is 12,000,000. 
The Trust has also issued warrants which carry 
the right to purchase trust units on the basis of 
one trust unit for two warrants plus $25 prior 
to the warrant expiry date August 15, 1977. 
Debentures of TDRI Limited are guaranteed 
by the Trust, and are convertible at the option 
of the holder into trust units on the basis of 
one trust unit for each $25 principal amount 
of debenture. 


The following warrants and options were 
exercised during 1975: 


TDRI Limited 
Debentures — Number of 
Principal Amount Warrants 

Outstanding as 
at December 31, 
(ene Or aera $33,526,000 Lt Ae 
Exercised during 
thesyear® ex suve 11,980,000 9,742 
Outstanding as 
at December 31, 
LO eee eee $21,546,000 1,761,682 


Trust Units 
Number Amount 


Outstanding as 
at December 31, 


OT Are Geile 0 , 1,873,248 $42,687,000 
Issued during 
thesveatn aoe 484,071 12,102,000 


Outstanding as 
at December 31, 


Op a 52 Reece 2,357,319 $54,789,000 


COMMITMENTS AND CONTINGENT 
LIABILITIES 


In addition to the commitments disclosed in 

Schedule 1, the Trust is contingently liable 

as follows: 

a) Through its subsidiary as a guarantor of the 
principal and interest of mortgage loans 
amounting to $7,349,000. As at December 
31, 1975, the advanced portion is 
$7,174,000; 

b) Through its indirect equity interest in 
Toronto Eaton Centre for $5,113,000, 
representing its 2% share of the estimated 
completed cost of the Centre. 


6. DIVIDENDS AND EARNINGS PER 
TRUST UNIT 
a) Dividends per trust unit are based on the 
trust units outstanding at the various dates 


of record in the year. The following divi- 
dends were declared in 1975: 


Amount per 
Trust Unit Trust Units 
Date of Record Amount Outstanding Outstanding 
pried St) Oy eee ere $1,353,000 $0.650000 2,080,863 
aly 8; 19] Sk oe ere 1,478,000 0.700000 2°t Ee) 
October (7197 5 eee 1,752,000 0.750000 2,530,157. 
December 31,1975. .............. 1,704,000 OF72239> 2 399-3 19 


$6,287,000 $ 2.822855 


b) Earnings per trust unit are calculated to 
give effect to the average equity employed 
by the Trust and, accordingly, are based on 
the weighted average number of trust units 
outstanding during the year — 2,172,935 
in 1975 and 1,866,283 in 1974. 

c) If the warrants and options, referred to in 
Note 4, had been exercised as of January 1, 
1975, the fully diluted 1975 earnings per 
trust unit would have been $2.59. In 
making this calculation it is assumed that 
the proceeds from exercise of warrants 
would have been used to reduce short-term 
borrowings. The imputed interest savings, 
based on the average cost of these borrow- 
ings, would have been $1,815,000. 


7; LINES OF CREDIE 


The Trust has available unused lines of bank 
credit amounting to $35,000,000 at December 
Sel O75: 


TD Realty Investments 
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